Soviet 
> tense 
event, 
ye that 
League 
uaran- 
1 pres- 
nations 


consid- 
. The 
in the 
x Com- 
ittempt 
ebiscite 
d upon 
ir, sub- 
of the 
natters 
prestige 


PPER. 


», 1934 


¢« New 


d States 
veen the 
ain Fuel 


adelphia, 
00 
» Hawley 


onference 
id Hitch- 


esults by 
k, Covici, 
ffects of 
. Murray. 
forth an 
ule. New 


ion in the 


+ Oscar I. 
ty Press, 


movement 
the Paris 


d. National 
MEAN, Editor. 
. Year. 


_ 


FOREIGN POLICY 
BULLETIN 


An interpretation of current international events by the members of the 


Research Staff 
Subscription, One Dollar a Year 
FOREIGN POLICY ASSOCIATION, Incorporated 
8 West 40th Street, New York, N.Y. 


second- 
class matter December 


Entered as 
2, 1921, at the Post 
Office at New York, 
N. Y., under the act 
of March 3, 1879. 


Vou. XIII, No. 46 


SEPTEMBER 14, 1934 


TWO YEARS OF THE MANCHOUKUO REGIME 
by Ben Dorfman 


Political development; New constitution; Public finance; Economic construc- 
tion program; Currencies; Transportation and communications; Russian and 
Chinese railway negotiations; Postal service; Trade and issues relating 
Population changes. 


thereto; The “Open Door"; Opium production; 
September 12 issue Foreign Policy Reports 
25c¢ a copy 


Subscription: $3 to members; $5 to non-members 


Periodical Division, 
Library of Congress, 


Washington, D. 6. 


THE END OF NAVAL LIMITATI 


HE Japanese Cabinet on September 7 gave 

its final approval to a plan providing for de- 
nunciation of the Washington Naval Treaty be- 
fore the end of this year unless the powers accept 
Japan’s naval disarmament program at the pre- 
liminary discussions to be held in London in 
October. This action confirms reports which have 
been current for several months and automatically 
transforms the “preliminary” conversations in 
London into a full-fledged conference at which 
the powers will be faced with the basic issues of 
naval limitation. If an agreement cannot be 
reached at London this fall, it is doubtful whether 
the conference scheduled for 1935 can be held. 

The Japanese plan is understood to call for 
submission of a new limitation scheme at London 
designed to replace the existing ratio system 
under the Washington and London agreements. 
It is said to be based on the principle of “‘global’’ 
limitation, under which each country would be 
free to build the number of ships it desired in 
each category provided it did not exceed the total 
tonnage agreed upon. Although details of the 
plan have been withheld, Japanese newspapers 
report that it calls for equality in principle and a 
maximum global tonnage of approximately 800,- 
000 tons for Great Britain, the United States and 
Japan. This figure is slightly higher than the 
existing Japanese tonnage, and more than 200,000 
tons below the British and American global ton- 
nage. Should the other treaty powers reject the 
Japanese scheme at London, the Japanese govern- 
ment would denounce the Washington agreement, 
thus terminating the treaty on December 31, 
1936, the date on which the London agreement 
also expires. 

If carried out by Japan, this plan will present 
the naval powers with a new problem at the Lon- 
don meeting. They will be compelled to deal at 
once with the questions of how to avoid the break- 
down of existing treaties and how to prevent a 


sd — 
new naval race in the anti Ag-Avell as the 
Pacific. The possibilities oe Way or postpone- 
ment are limited by the fact that under the terms 
of the Washington Treaty Japan must denounce 
the agreement before December 31, 1934, or con- 
tinue to be bound by its terms after 1936. 

The prospects for a solution are admittedly 
dark. Great Britain favors continuation of ex- 
isting ratios but desires a higher tonnage in 
cruisers to protect its far-flung lines of communi- 
cation. The United States is not only opposed to 
the scrapping of the ratio system and to any in- 
crease in Japan’s tonnage, but also favors reten- 
tion of large capital ships with a wide cruising 
radius. Japan, though willing to accept some- 
thing less than parity, demands a sufficient in- 
crease to assure control of the seas in the Far 
East and to retain its dominant position in Asia. 
To reconcile these conflicting policies and to avoid 
the consequences of a new naval race is a task to 
test the statesmanship of the great powers. 

WILLIAM T. STONE 
Diplomatic Scene Shifts to Geneva 

With the sessions of the League Council and 
Assembly drawing most European statesmen to 
Geneva, the shores of Lac Léman have once more 
become the scene of diplomatic activity. During 
the past week efforts to remove the final obstacles 
to the entry of the Soviet Union into the League 
have apparently been crowned with success. At 
a secret Council session on September 10 Poland 
agreed to the election of the U.S.S.R. to a perma- 
nent seat, and Portugal, the one remaining recal- 
citrant member, was persuaded to abstain from 
opposition. The necessary unanimity having 
been obtained in the Council, the way was pre- 
pared for the admission of the Soviet Union by 
a two-thirds vote of the Assembly. 

France and Great Britain have been disap- 
pointed, however, in their hope that Soviet acces- 
sion to the League would hasten conclusion of the 


so-called Eastern Locarno treaty. This pact, ad- 
vanced under Franco-Soviet auspices and en- 
dorsed by the British and Italian governments, 
would join France, Poland, Czechoslovakia, the 
U.S.S.R. and the Baltic states in a pledge to guar- 
antee the frontiers in Northeastern Europe 
against change by force. On September 10 
Germany, long known to be hostile to this project, 
apparently served definite notice of its refusal to 
participate. To the Reich the pact seems little 
more than a disguised Franco-Soviet alliance de- 
signed to complete the encirclement of Germany. 
Denied the concession of armament equality in 
return for adhesion, Germany had no inducement 
to cooperate. In this stand the Hitler govern- 
ment appears to enjoy the support of Poland, 
whose relations with France have grown cooler 
since the conclusion of the Polish-German non- 
aggression pact last January. Poland is ambi- 
tious to play an independent role in the Baltic 
region and has no desire to be overshadowed in 
a Franco-Soviet combination. 

While plans for the Eastern pact seem to have 
been at least temporarily thwarted, the encircle- 
ment of Germany to the south is making definite 
progress. The abortive Nazi putsch in Austria 
has effected a Franco-Italian rapprochement 
which may find concrete expression in a settle- 
ment of issues outstanding between the two coun- 
tries. Conversations at Geneva and the forth- 
coming visit of the French Foreign Minister, M. 
Barthou, to Rome are expected to hasten an 
agreement. However, since many difficult ques- 
tions need to be adjusted—naval parity in the 
Mediterranean, the status of Italians in Tunis, 
and Italian colonial ambitions—the negotiations 
may be long drawn out. 

If Italy and France are to come to a settlement, 
some way must be found to remove the hostility 
which has arisen over Austria between Italy and 
the French-sponsored Little Entente. Since the 
Austrian Chancellor, Dr. Kurt Schuschnigg, is 
present in Geneva, the Austrian question is being 
seriously discussed. The Little Entente countries, 
especially Czechoslovakia and Yugoslavia, feel 
that Austro-German Anschluss has been pre- 
vented only at the cost of a virtual Italian pro- 
tectorate over Austria. Fear is also expressed 
that Missolini may be preparing the way for the 
restoration of Hapsburg rule to which the Little 
Entente has always been unalterably opposed. 
For the Little Entente the only solution is a 
Danubian pact which would substitute a joint 
tuarantee of Austrian independence for the pres- 
ent exclusive Italian i fluence. JoHN C. DEWILDE 


Page Two 


The Senate Munitions Investigation 
The Senate Munitions Committee which began 
its investigation of the armament industry at 
hearings in Washington on September 4 is reveal- 
ing the nature of a traffic which has never been 


fully exposed to th: public. Evidence submitted 
to the committee during the first two weeks of its 
hearings confirms many of the charges brought 
against the makers of war material, and demon- 
strates some of the reasons why control of the 
arms traffic has been so ineffective in the past. 
The committee has been able to establish not only 
the close relations existing between the War and 
Navy Departments and the private munitions in- 
dustry, but also the secret trade agreements be- 
tween private firms in one country with those in 
another. 

One such agreement is that between the Elec- 
tric Boat Company of New York and Vickers, 
Ltd., cf London, extending over a period of thirty- 
three years. Under its terms the American firm 
has received 40 per cent of the profits on all sub- 
marines built by Vickers for the British navy, 
and from 40 to 50 per cent of Vickers profits on 
all boats built for other European countries, while 
Vickers has used the latest American designs and 
patents on submarines for the British navy. The 
two companies have licensed firms in Japan, 
Spain, Austria and other countries to carry on 
the business abroad. 

The effect of these agreements was brought out 
when the committee learned that the Electric 
Boat Company was selling submarines direct to 
Peru at the same time that it was drawing profits 
on Vickers boats sold to Chile during the period 
of the Tacna-Arica controversy. While the State 
Department was seeking to bring a _ peaceful 
settlement of the controversy, a United States 
naval commission in Peru was advising the pur- 
chase of submarines and indirectly assisting the 
Electric Boat Company to negotiate its sales. 

Although public hearings will be suspended 
next week, the committee will resume its investi- 
gation later in the fall. W.T.S. 
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